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Healthcare M&A Transaction Volume (2004 — Q3 2011)
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m During Q3 2011, the Rocky Mountain & Southwest region(l’ (“RMSW”) accounted for approximately 33.2% of the total 217 domestic
healthcare transactions, a 9.9% increase from the 23.3% experienced over the same period in 2010.
m With 72 total transactions during Q3 2011, healthcare M&A activity in the RMSW rose when compared to Q2 2011 and Q3 2010.

m Texas led the RMSW with 42 transactions, representing 58.3% of the total volume in the region during the third quarter. Arizona
experienced the second highest activity with 11 transactions and Colorado had the third most with ten transactions.

() Transactions include healthcare organizations with buyers and/or sellers in the Rocky Mountain & Southwest region (AZ, CO, ID, MT, NV, NM, TX, UT, WY).
Note: As new company M&A information is reported, St. Charles re-evaluates historical M&A volume data to reflect accurate historical volume; as a result, data in the charts herein may vary slightly
from previous newsletters.

Data Sources: Irving Levin Associates and Capital IQ

A Healthy Perspective — Market Review and Outlook for the Rocky Mountain & Southwest Region

Deal Spotlight: Express Scripts Offers $29.1 Billion for Medco Health Solutions

After losing to CVS in a competitive process to acquire Caremark RX in 2006, Express Scripts is in negotiations to acquire its
competitor Medco Health Solutions. Medco operates in the healthcare services industry alongside Express Scripts, offering
specialty pharmacy and allied services. It currently covers 65 million lives and earned $1.4 billion of net income during the
trailing twelve months. Medco recently lost two large customers in United Healthcare and Calpers, lowering its stock price and
making it a more attractive target for an acquisition by Express Scripts. The Express Scripts offer of $29.1 billion is a
combination of cash and stock. As of the end of October, the deal is under review by the Federal Trade Commission.

Healthcare M&A Activity Accounts for 31% of Third Quarter U.S. Deals

The third quarter of 2011 was a tough one for the U.S. equity markets, riddled with high volatility and the fear of a European economic
crisis. During this time, the healthcare industry accounted for 31% of the total U.S. M&A activity with 217 deals. Leading the healthcare
deal activity were the Provider and Medical Device sectors, accounting for 36.4% and 21.7% of the healthcare deal volume,
respectively. Although the popular M&A outlook for the remainder of 2011 is pessimistic, some believe that the healthcare market
fragmentation will continue to drive consolidation, and that healthcare M&A activity will remain relatively strong.

Healthcare Reform: How Will it Affect Employee Benefits?

The U.S. healthcare reform is poised to cause a significant change in how U.S. employers and employees view their health insurance
options. Beginning in 2014, employees who do not receive affordable health insurance through their employer will be offered
government-sponsored subsidies, equalizing the social inequality that previously existed between employees receiving high-quality
employer health benefits and employees not receiving such benefits. This makes the decision by employers to offer health benefits a
business decision, weighing the economic costs of offering benefits with the need to attract a quality workforce. McKinsey Quarterly
found that 30% of employers would gain economically from dropping coverage, even when completely compensating employees with
a salary increase. Moreover, 85% of employees, while expecting increased compensation, would remain at their jobs if their employer
stopped offering health benefits. In general, it was found that employees place greater value on cash compensation and work-life
balance than on health insurance, and that if given the option, 70% of employees would choose a less expensive health plan in return
for other enhanced benefits. Given these statistics, it is evident that the changes implemented by the healthcare reform may have a
significant impact on the way employees and employers view their health coverage options.

Data Sources: Irving Levin Associates, McKinsey Quarterly




Q3 2011 Select M&A and Capital Formation Transactions in the Rocky Mountain & Southwest Region

9/28/11 Ann'd CySolutions, Inc. Texas HC Tech Greenway Medical Technologies, Inc. Georgia - - -
Provides healthcare il ion technology solutions and 1 medical practices for community health centers .

9/27/11 Ann'd Correct Claims Now LLC Texas HC Tech Orbograph, Inc. Mass. - - -
Provides health revenue cycle services.

9/27/11 Closed OrthoScan, Inc. Arizona Healthcare Equipment Aton GmbH Germany - - -

Operates as a medical device company.

9/21/11 Ann'd Community Care Health Network, Inc. Arizona Managed Healthcare Welsh, Carson, Anderson & Stowe New York - - -
Provides medical assessments on behalf of health plans and medical service providers.

9/21/11 Ann'd Heart Clinics Northwest Washington Healthcare Services Kootenai Health Idaho - - -
Provides services related to the diagnosis and treatment of cardiac and vascular diseases.

9/20/11 Ann'd Solvis Medical Group California Healthcare Services Smart-Tek Solutions, Inc. Nevada - - -
Provides medical staffing and physical therapy services.

9/19/11 Closed NextCare, Inc., Four Urgent Care Centers Georgia Healthcare Facilities Concentra, Inc. Texas - - -
Offer occupational and urgent care services, as well as preventive, wellness, and health education services to current and new patients.

9/16/11 Closed Embla Systems, Inc. Colorado Healthcare Equipment Natus Medical, Inc. California $16.1 0.5x -
Engages in the development, manufacture, and sale of sleep diagnostic systems.

9/12/11 Closed Ascension Orthopedics, Inc. Texas Healthcare Equipment Integra LifeSciences Holdings Corporation New Jersey $65.0 3.4x -
Produces and sells orthopedic products for the upper and lower limbs to help patients suffering from pain and dysfunction.

9/9/11 Closed Acute Surgical Care Specialists PLLC Texas Healthcare Services EmCare, Inc. Texas - - -

Provides surgical care support services to hospitals in urban and rural communities.

9/8/11 Closed Anesthesia Consultants, P.C. Colorado Healthcare Services Team Health Holdings, Inc. Tennessee - - -
Provides hesia and pain services.

9/6/11 Closed Titan Health Corporation, Inc. California Healthcare Facilities United Surgical Partners International, Inc. Texas - - -
Engages in the devel acquisitic and op ion of multi-specialty ient surgery centers.

8/31/11 Closed Behavioral Health Group, Inc. Texas Healthcare Facilities Frontenac Company Ilinois - - -

Operates multi-state centers which provide treatment and support for behavioral health disorders.

8/30/11 Closed Creative Healthcare Systems, Inc. Missouri HC Tech Prognosis Health Information Systems LLC Texas - - -
Provides information systems for the healthcare industry.

8/26/11 Closed Hualapai Mountain Medical Center LLC Arizona Healthcare Facilities Kingman Regional Medical Center Arizona $31.0 - -

Operates as a hospital.

8/25/11 Ann'd Baxa Corporation Colorado Healthcare Equipment Baxter International, Inc. Illinois $380.0 2.5x -
M and distril ications handli kaging, and ini ion devices.
8/25/11 Ann'd NeuroDyne Medical Corp. Mass. Healthcare Equipment 2Zynex NeuroDiagnostic, Inc. Colorado - - -

Manufactures and distributes medical devices for healthcare, education, and research applications.

8/16/11 Closed Ivertexo Internet Solutions, Inc. Arizona HC Tech AXIOM Systems, Inc. Maryland - - -
Offers software solutions to the healthcare industry.

8/16/11 Closed Metro Urgent Care Texas Healthcare Facilities Concentra Urgent Care Ilinois - - -
Offers urgent care services to patients.

8/15/11 Closed American Billing Services, Inc. Oregon HC Tech PracticeMax, Inc. Arizona - - -

Provides medical billing and practice management services to medical practices.

8/10/11 Closed HealthCare Strategies, Inc. Maryland Healthcare Services Aprima Medical Software, Inc. Texas - - -
Provides medical services to emp 5, health plans and insurance carriers, consultants, and individual members.
8/10/11  Closed  Asian American Home Care, Inc. California Healthcare Services Harden Healthcare Texas LLC Texas = = =

Provides home health care agency services.

8/8/11 Closed Inpatient Management, Inc. Missouri Healthcare Services Eagle Hospital Physicians LLC Texas - - -
Provides comprehensive hospitalist prog and c ing services to hospital and health system clients.

8/3/11 Closed Rainier Surgical, Inc.; Ortho-Medical Products, Inc. Washington Healthcare Distributors Hanger Orthopedic Group, Inc. Texas - - -
Sells, services, distributes, and markets orthopedic durable medical if for physici clinics, hospitals, and surgery centers.

8/3/11 Closed MK Prosthetic & Orthotic Services, Inc. Texas Healthcare Services Hanger Orthopedic Group, Inc. Texas - - -

Provides orthotics, prosthetics, and pedorthics services.

8/2/11 Closed Byrne Medical, Inc. Texas Healthcare Supplies Minntech Corporation Minnesota $109.8 2.8x -
Develops irrigation solutions for endoscopy applications.

7/29/11 Closed Augusta Laboratory, Inc. Georgia Healthcare Services US Clinical Laboratories LLC Texas - - -

Offers clinical laboratory services.

EV:Enterprise Value | EBITDA: Earnings before Interest, Taxes, Depreciation and Amortization | NA (or-): Data Not Available | NM: Nota meaningful figure
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Capital Formation Transact

Date Total Trans. EV/
Annc'd/ Location Location Value Revenue  EV/ EBITDA
Closed Status Target/Issuer (Target) Sub-Sector (Target) Buyer/Investors (Buyer) ($mm) Multiple Multiple
Target Business Description
7/25/11 Closed 20 Clinic Physical Therapy Group Texas Healthcare Services US Physical Therapy, Inc. Texas $8.4 1.3x
Comprises 20 outpatient physical therapy clinics.
7/19/11 Closed Bioptics, Inc. Arizona Healthcare Equipment Faxitron Bioptics LLC Ilinois
Provides medical imaging technology products and solutions for the detection and treatment of breast cancer in women.
7/19/11 Closed ASG Medical Systems LLC Florida Healthcare Equipment SYNEO LLC Texas
Designs, manufactures, and sells catheters, guidewires, stents, and balloons for minimally invasive surgeries.
7/12/11 Ann'd Kinetic Concepts, Inc. Texas Healthcare Equipment Apax Partners Worldwide LLP UK $6,291.6 2.8x 9.1x
Develops, manufactures, markets, rents, and sells products for the advanced wound care, ive medicine, and th ic support system markets.
7/6/11 Closed ACOM Medical Billing Arizona Healthcare Services ACOM Health, Inc. Georgia
Provides outsourcing medical billing and collection services.
7/6/11 Closed Primedoc Management Services, Inc. N. Carolina Managed Healthcare Eagle Hospital Physicians LLC Texas
Operates as a private-practice hospitalist company.
7/2/11 Closed Immucor, Inc. Georgia Healthcare Supplies TPG Capital Texas $1,945.1 4.9x 11.1x
Develops, manufactures, and sells reagents and automated systems.
EV: Enterprise Value | EBITDA: Earnings before Interest, Taxes, Depreciation and Amortization | NA (or-): Data Not Available | NM: Nota meaningful figure

National Healthcare M&A Activity

Healthcare M&A volume during the third quarter of 2011 decreased when compared to the second quarter of 2011, with a total of
217 transactions compared to 243 in Q2 2011, representing a 10.7% decrease. Transaction value, which represents the aggregate
value of deals where the acquirer announces the purchase price, decreased by 20.5% over the same time period. The fall in deal
volume from the previous quarter reflects the decelerated M&A activity that is occurring due to high volatility in the greater market.
This high volatility creates a sense of uncertainty regarding future economic conditions, and drives buyers, both strategic and
financial, to be more conservative.

The Providers sector witnessed the most activity during the third quarter of 2011 with 36.4% of total transaction volume, driven
primarily by long-term care and physician medical group transactions. This sector also had the most activity in the previous two
quarters with 37.8% and 44.9% of total volume in Q1 and Q2 2011, respectively. The Information Technology sector, Services sector,
and Equipment, Devices, and Supplies sector experienced an increase in volume in the third quarter as compared to the second
quarter. The Equipment, Devices, and Supplies sector had the second most activity in the third quarter with 21.7%. The medical
device sector has been particularly active throughout 2011, and includes both strategic and financial buyers. September’s headline
medical device deal was the recent acquisition of Technolas Perfect Vision by Bausch + Lomb for $625 million.

($ in millions)

Q3 2011 Volume % Change M&A Volume - Q3 2011
Est. Total
% of Trans. vs.Q3  vs.Q2
Volume Total  Value™ % of Total 2010 2011
Lifesciences,
Providers 79 36.4%  $1,8725 3.2% 23.4%  (27.5%) Biotech and
Pharma
) 17.5% .
Services 32 147% $32,384.5 55.4% (17.9%) 6.7% Providers
36.4%
Equipment,
Devices and 47 21.7% $12,919.1 22.1% 17.5%  30.6%
Supplies
Technology 21 97%  $4,722.7 8.1% (4.5%) 31.3% Equipment,
Devices and
Supplies
Lifesciences, 21.7% Services
Biotech and 38 17.5%  $6,543.7 112%  (24.0%) (26.9%) 14.7%
Pharma
TOTAL 217 100.0% $58,442.6 100.0% 0.9% (10.7%)

) Estimated Total Transaction Value represents aggregate value of deals where acquirer announced purchase price.

Data Source: Irving Levin Associates

St. Charles Capital, LLC, based in Denver, Colorado, provides expertise in mergers and acquisitions, raising private capital, and financial
advisory services for middle-market companies across the United States. Visit our Healthcare Industry page at www.stcharlescapital.com.
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Healthcare Public Equity Markets Analysis
St. Charles Capital closely monitors over 200 publicly traded companies across more than 25 sub-sectors of the healthcare industry
to assess valuation multiples and capital market trends. As illustrated in the tables below, valuations substantially decreased; the
average EV/LTM EBITDA multiple decreased to 8.7x from 10.9x, while the average EV/LTM Revenue multiple decreased to 1.4x
from 1.7x when compared to the previous quarter. Profitability slightly increased with LTM Gross margin increasing by just 0.3%
and LTM EBITDA margin increasing by 0.4%.
]
St. Charles Capital Healthcare Industry Practice
Healthcare Industry Public Company Valuation Overview

Growth Margins

As of: September 30, 2011 3-Year CAGR Profitability Valuation Leverage
(median values)

LT™M EV/LTM EV/LTM Debt/LTM
Healthcare Sector Revenue EBITDA LTM Gross  EBITDA Revenue EBITDA EBITDA
Healthcare Providers 6.3% 7.4% 35.0% 13.1% 0.8x 6.3x 2.0x
Healthcare Services 7.3% 7.5% 28.3% 10.3% 0.5x 6.3x 1.1x
Medical Devices, Equipment and Supplies 6.6% 9.2% 58.0% 19.8% 1.8x 8.4x 1.2x
Healthcare Information Technology 15.2% 18.5% 62.5% 21.4% 2.5x 13.8x 3.0x
Average 8.8% 10.6% 45.9% 16.2% 1.4x 8.7x 1.8x
Data Source: Capital 1Q
LTM: Last Twelve Months of Reported Data CAGR: Compounded Annual Growth Rate

EBITDA: Earnings Before Interest, Taxes, Depreciation, and Amortization EV: Enterprise Value of the Business
Note: The datainthe table above represents St. Charles Capital's proprietary analysis of approximately 200 public healthcare companies in the sectors defined above.

About St. Charles Capital

Headquartered in Denver, Colorado, St. Charles Capital provides investment banking advisory services for middle-market companies
across the United States. We are distinguished by the experience level of our senior members, our deep industry expertise, and our
track record of successful investment banking engagements. St. Charles’ team of bankers has more than 165 combined years of
experience and has collectively closed more than 200 transactions valued in excess of $7.25 billion in total consideration. Our proven

approach to managing a confidential and competitive process has led to a history of successful transactions for our clients.
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